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1 . MESSRS. NICHOLSON AND LIGHTSTONE MADE A VERY USEFUL 
VISIT TO ISRAEL TO DISCUSS PRELIMINARY FINDINGS OF THEIR 
STUDY OF OBSTACLES TO U.S. PRIVATE FOREIGN DIRECT INVESTMENT 
HERE. THEY MET WITH PRIVATE AND PUBLIC SECTOR REPRESENTATIVES, 
PRIME MINISTER BEGIN, THE AMBASSADOR AND 

EMBASSY OFFICERS. 

2. BASED ON A THOROUGH AND WELL-DESIGNED SURVEY OF U.S. 

FIRMS, THEIR CONCLUSIONS ARE THAT U.S. PRIVATE DIRECT 
FOREGIN INVESTMENT IN ISRAEL IS INHIBITED BY FOUR MAIN 
FACTORS: (1) EXCESSIVE GOVERNMENT BUREAUCRACY IN 
ISRAEL; (2) COMPLEXITY OF ISRAEL'S FOREGIN INVESTMENT 
ENCOURAGEMENT LAW; (3) LACK OF LOCAL WORKER MOBILITY; 

AND (4) FAILURE OF U.S. COMPANIES TO APPREIATE FULLY 
ISRAELI INVESTMENT POTENTIAL. 

3. THE FIRST THREE FINDINGS ARE NOT NEW AND IT WAS 
ASSUMED THAT THESE WERE AMONG THE FACTORS INHIBITING 
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INVESTMENT. THE FOURTH POINT, HOWEVER, IS OF CONSIDERABLE 
EMBARASSMENT TO THE GOI BECAUSE IT EMPHASIZES THE 
INEFFECTIVENESS OF ISRAEL'S INVESTMENT AUTHORITY ORGANIZATION 
IN THE U.S. AND HERE. MESSR. NICHOLSON AND 
LIGHTSTONE FELT THAT THE INVESTMENT AUTHORITY WAS 
INCAPABLE OF FULFILLING ITS RESPONSIBILITIES DUE TO 
INADEQUATE BUDGET, DISORGANIZATION OF FILES, AND IN- 
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APPROPRIATE PERSONNEL.WHOSE STYLE OF PERSONAL CONTACT, 

DRESS, AND COMPORTMENT TURNED OFF THE U.S.BUSINESS 

COMMUNITY. COMPARED TO INVESTMENT-PROMOTING ORGANIZATIONS 

FROM OTHER COUNTRIES, THE ISRAELI EFFORT WAS 

RATED LAST IN TERMS OF EFFECTIVENESS. THE STUDY FOUND 

THAT THE INVESTMENT AUTHORITY WAS THE PRINCIPAL CONTRIBUTOR 

TO THE UNDERESTIMATION OF ISRAEL'S INVESTMENT 

POTENTIAL BY U.S. BUSINESSMEN. A LARGE PERCENTAGE 

OF U.S. FIRMS CONTACTED EITHER HAD A MISTAKEN IDEA OF 

MAJOR INVESTMENT FACTORS IN ISRAEL (SUCH AS ITS QUALI 

FICATION OF GSP AND EEC ASSOCIATE MEMBERSHIP) OR WERE 

NOT AWARE OF ANY INVESTMENT POTENTIAL. IN OTHER WORDS, 

ISRAE HAS NOT BEEN ABLE TO GET ITS POINTS ACROSS TO 
THE U.S. BUSINESS COMMUNITY, DESPITE GENERAL FAVOR- 
ABLE FEELING FOR ISRAEL AMONG BUSINESS, THE EXISTENCE 
OF LARGE JEWISH BUSINESS COMMUNITY IN U.S., AND INTEN- 
SIVE EFFORTS OVER MANY YEARS TO SPECIFICALLY FOCUS ON 
THIS TARGET GROUP. THE STUDY POINTED OUT THE NEED 
FOR BETTER COORDINATION BETWEEN ISRAELI FUND RAISING 
EFFORTS THROUGH THE UFA, ISRAEL BONDS, ETC., AND THE 
IMAGE IT WANTS TO PROJECT AS A PLACE TO SET UP A 
BUSINESS. 

4. DURING THE COURSE OF A LENGTHY BRIEFING IN JERUSALEM 
ON SEPTEMBER 6, DEPUTY MINISTER OF FINANCE 

FLOMIN LISTENED ATTENTIVELY TO THE PRESENTATION AND 
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CONCURRED IN PRACTICALLY ALL OF ITS RECOMMENDATIONS. 

FLOMIN STATED THAT THERE IS NOW A COMMITTEE UNDER THE 
CHAIRMANSHIP OF DR. SIVAN.THE DIRECTOR GENERAL OF 
THE MINISTRY OF FINANCE, TO DRAW UP A NEW FOREIGN 
INVESTMENT ENCOURAGEMENT LAW. THIS WOULD BE A VERY 
SIMPLE LAW THAT WOULD PROVIDE ONLY TWO TYPES OF INCENTIVES- 
GRANTS AND LOANS-FOR FOREIGN INVESTORS, 

WITH A SUPPLEMENT OF SOME KIND OF EXPORT INCENTIVES 
FOR NEW INVESTMENTS. 

5. NICHOLSON AND LIGHTSTONE SAID THAT THE 

REACTION OF ALL PUBLIC AND PRIVATE SECTOR REPRESENTATIVES 
WITH WHOM THEY HAVE DISCUSSED THEIR REPORT HAS 
BEEN POSITIVE, EVEN THOUGH THE CRITICISMS OF THE 
INVESTMENT AUTHORITY AND ITS PEOPLE WAS SOMEWHAT 
EMBARRASSING. DURING THEIR VISIT, THEY WERE ABLE TO 
CORRECT A FEW ERRORS WHICH HAD CREPT INTO THE DRAFT AND, 

MORE IMPORTANTLY, COOPTED SOME IMPORTANT ISRAELIS INTO 
SUPPORT FOR CHANGES IN THE INVESTMENT PROMOTION PROGRAM. 

THE U.S. SECTION OF THE COUNCIL EXPECTS TO PUBLISH ITS 
FINDINGS IN OCTOBER, ORIGINALLY FOR DISTRIBUTION ONLY 
WITHIN ITS COUNCIL. 
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